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WELCOME

Welcome!

TO DIRECTV

2

We're delighted that you could join us hete today. Since many of you were already

planning to artend the Western Show, this seemed like a great opponuniry to get wgemer.

Em, we would like to say thanks fur your support in helping us grow the DlRECIV business

this past year. As it stands, we will end 1998 with apptoximately 4.5 million customers and we

couldn't do it without your strong product and continued marketing support.

Tonight, we thoughr ir would be fun to share a few highlights from 1998 and some

thoughts on where we sec the business going in 1999. As you can sec from the examples

in this program guide, the marketing partnerships we have formed are avaluable asset and

we look forward to building upon our joint successes in the new year. We hope thar you

will take chis guide back with you and share it with your associates.

On behalf of everyone at DlRECTY, thanks for coming and fur helping to make

DIRECTV the country's leading digital relevision service.

With Best Regards,

Eddy Hanenstc::in
Presidem

FOR PUBLIC INSPECTION
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NATIONAL CONSUMER MARKETING

NFL SUNDAY TICKET'''

OBJECTIVE
A retail acqltisition campaign promoting
DIRECTV as the exclusive mini-dish
provider of NFL SUNDAY TICKET.

OF FE R

$200 of free programming ro firSt
time customers who purchased a
DIRECTV System and subscribed to

To,al Choice· PLATINUM and 1998
NFL SUNDAY TICKET.

TIMING
Timed to take advantage of NFL pre
season excitt:ment, the promocion ran
from AuguSt 5 th'ough October 11.

TACTICS

DIRECTV «cruired star NFL talent
John Elway, Brett Fav,e, Jerry Rice
and Troy Aikman for a $12+ million
national print and broadcast television
advatising campaign that VIfaS integrat
ed into retail point-of-sale materials. as
well as DIRECTV monthly bill insens,
SEE guide, ON magazine and on-air
promotion.

RESULTS

New customer subscriptions exceeded
inrernal furecasts by approximardy 40%.

Aspeeial chanks to our NFL partners:
Tala Murphy-Baran, Phil Summers,
Michelle Berry
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FOR PUBLIC INSPECTION

In-store POS including counter cards with offer tear pads, dish bursts. shelf danglers. table
tents, buttons. schedules and programming tear pads.

Sampling of national print advertising.

One of 26.000 large retail standees
for in-store high-traffic areas.

FCC1A000000088
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NATIONAL CONSUMER MARKETING

Sampling of national print advertising.

Toon Disney

o BJ E CTI VE
A national retail acquisition campaign
to heighten a.wareness ofToon Disney
onDIRE~

OFFER
A special limited-editionToon Disney
watch and over $50 of free progtanl
ming to Hrst-time customers who
purchased a DIRECTV System and
subscribed toToral 0J0ia:0 PUillNUM
programming - $125 total value.

TIMING

Timed to coincide with summer
vacation family viewing. the campaign
ran from June 18 through July 22.

TACTICS
A $4+ million national print media
campaign coupled with weekly circu
lar and print advertising by retailer

(. accounts created over 500 million
impressions.

L
RESULTS
New customer subscriptions exceeded
goals by 22%.

A special thanks to our
Toon Disney partners:
Doug Miller, Adam Sanderson,

. Heidi Kassa!, Judi Lopez,
,. Allison Conley

Toon Disney watch, DIRECTV programming certificates and in-store POS including counter
card, dish burst, shelf dangler, TV topper and offer tear pad with programming information.
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CURRENT CUSTOMER MARKETING

June TBS Superstation SEE guide & OIRECTV billstuffer ad.

Platinum Presents

OBJECTIVE

To educate our cuscomers abour DIRECTV" pcograrruning packages
and co highlight the sponsoring progr:unrncr - which genemes
network awareness and encollldges tUllC-in.

OFFERS

Platinum Presents highlighrs an auro-enrty sweepstakes with rhe
participating programmer, and features behind-thcpscenes net
work coverage.

TIMING

Each lIZ-hour show runs 24 hours a day, seven days a week, on
four channels for an entire month.

TACTICS
Sponsoring programmer is highlighted in the show, and receives
an advenising page in our monthly billstuffer and SEEguide, plus
a DlREC1V website banner.

RESULTS
The on-air show attracts a 35% rune-in r.nc and an average viewing
length of over 12 minures. This means that almOst 1.5 miUion
customers are watching, and 3/4 ofthem tWlC in to the show two
or more times per month.

Enter for a chance to

Win aTrip to the '98
Goodwill Games! "-.

~."" ••,,«"¥>lJPrl,,;,~i.o..·•
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PROGRAMMER NAMES MONTH

MTVNctWOrks Tony Dunaif Meg low< January

MuchMusic Hden Perin Febnwy

Encore Bc:rtoGw.man Desiree Pintus Mud>

Independent Film Channd JoeCamwdl Deborili Benson April

The Golf Channel Nicci Fry May

TBS Superstation Coleman Breland Heather Baldino June

USA NetWorks Cara Conre July

Disney Channel Adam Sanderson Judi Lopez Augu.r

FOX SportS Nrc Krvin Smith Justin Hibbs September

Encore Berto Guzman Desiree Pintus OCtober

Food Network Pam Treacy Tricia Mdton November

MuchMusic Hden Perin Scon Perlmuner December
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CURRENT CUSTOMER MARKETING

I ..__........- • __.,.w._~ _------------- ..,...........1It..,.. 1. _

April BrBvo/lndependent Film Channel SEE guide &
DIRECTV billstuffer ad.

November Food Network SEE guide & DIRECTV billstuffer ad.

---.-.._.........-_..
.""-_........-.-.._.~- 100_
__.$00"',,__

....._-...._..._..........._-._0I'fIIII' _
~--

mll!!l'JrI B!ilia
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March STARZI Sweepstakes SEE guide & DIRECTV billstuffer ad.
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NATIONAL RETAILER-
SPECIFIC PROMOTIONS

...4.- .....S ..A....
~·TWORK

USA NerworklRadioShack

OBJECTIVE
Drive rraffic to RadioShack to purchase DIRECTV" and
creare tune-in messages for the USA Network "Sunday
Nighr Hear" lineup.

o FFE R
USA Network beach chair and cooler with purchase
- $50+ value.

TIMING

July 2 duough August 1, 1998.

TACTICS
USA Today and RadioShack ciocu1ar ads plus RadioShack direa
mail gener.ued over 50 million impressions, and POS rnateri>ls
were displayed in nearly al1G,500 RadioShack locations.

RESULTS
DlRECfV Sysrem sales increased 82% during promotion.

A special thanks to our USA Network partners:
Peter Ruben, Cara Conre

Six Cartoon Networlc videos with carrying case and in-store POS
counter card with gift certificate.

8

USA Network beach chair, cooler. USA Today ad and in-store POS
counter card with gift certificate.

Cartoon NetworklKmart

OBJECTIVE
Drive traffic to Kman to putchase DIRECT\'" and creare
awareness of a new Cartoon Network series - "The
PowerpuffGirls."

OF FE R
A set of six original Cartoon Netwotk animated videos and
keepsake carrying case created and packaged exclusively for
DIRECfV and available with purchase - $100 value.

TIMING

Tuned to rake advantage ofthe holiday selling season, ptomotion
runs from November 15 through December 31,1998.

TACTICS

Two half-page 2ds in USA Today plus 2ds in three sepw.re
Kmart circulars will generate over 263 million impressions.
and pas materials are currendy being displayed in over
2.000 Store locations. .

A special thanks to our Cartoon Nenvork partners:
Coleman Breland. Heather Baldino. Juliet Jatcko

._-------------------



NATIONAL RETAILER-
SPECIFIC PROMOTIONS

Nickelodeon/Kmart

OBJECTIVE
Drive traffic to Kmarr to purchase DIRECTV' and create
awareness of Nickelodeon family progtamming.

OFFER
Free pair ofNickelodeon in-line skates and safety gear with
purchase - $80 value.

TIMIN G
Tuned to take advantage of baek-to~school excitement,
campaign ran from September 18 through October 3, 1998.

TACTICS
USA Tod4y ads plus Kmarr Sundaycirculars generated over 90
million impressions, and pas materials were displayed in
over 2,000 Kmarr locations.

RESULTS
DlRECfV Sysrem sales increased 16% over previous monrh
during promotion.

A special thanks to our Nickelodeon partners:
Christine Sheehan, Tony Dunaif, Meg Lowe,
Gabby Goodman

USA Todayads and in.-store PaS including TCM sweepstakes entry form.

FOR PURUC ''''SPECTION

Nickelodeon in·line skates, USA Today ad. Kmart circular ad and
in-store POS shelf talker with gift certificate.

MOVIIS

TCM/Circuit City
OBJECTIVE
Drive traffic to Circuit City to purchase DIRECTV' and
promote TCM special features "Movies from Around rhe
World."

o FFE R
Exclusive "On Location" sweepsrakes included rhe chance to
win a trip to South America. Europe or the Orient to high
light titles from Turner Classic Movies library - Now
Vryag<r, An Anurican in Paris and Th< Good Earth.

TI MING
Tuned to coincide with the TCM showing of "Movies
from Around the World," promotion ran from Oerober 23
through November 13, 1998.

TACTICS

Three USA Today ads plus a Circuit City Sunday insert
generated 50 million impressions, and pas included
posrers and 30-second TCM promotional spors running
throughout (he promotion on in·store monitors in over
600 Circuit City locations.

A special rhanks to our TeM parmers: Coleman Breland,
Hearher Baldino, Juliet Jatcko

9
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REGIONAL RETAILER-
SPECIFIC PROMOTIONS

- -I:~'-"
ESPN/Multi-Regional

OBJECTIVE
Drive: traffic to three separate retailers in three select mar
kers to putchase DlRE~ promote the $79 ESPN
FULL COURT College Basketball Early Bird price point
and highlight the ESPN f.unily of seven netwotks.

OFFERS
Nobody Bea" the WlZ and ABC Warehouse custome" entered
ro win an aII-expense-paid trip for fout to Disney Wotld and
Disney's Wide World ofSporn in Otlando, Florida.

Now Audio Video customers received a. free Pro Player
Revetsihle Jacker with putchase.

TIMING
Timed to advertise the $79 ESPN FULL COURT College
Basketball Early Bird price point, promotion ran from
October 25 through November 21, 1998.

TACTICS
Prinr ads, heavy tadio advertising, bill inserts and in-stote POS
materials were displayed in over 70 stOte Ioc.tions.

A special thanks to our ESPN parrne,,:
Madeline Berger, Nicky Mussenden, Skip Desjardin,
E.]. Conlin, Barbara Waters

Print ad and in-store POS counter card with gift certificate.

10

Pro Player jacket. print ads, bill insert and pas counter cards with
gift certificates.

THE GOLF CHANNEL·

The Golf Channd!Paul Rosa's
OBJECTIVE

Drive traffic to Paul Rosas in Buflillo. New York, '0 put•..
chase DlRECIV' and introduce a new Golf Channel full
length doeutnentary on Arnold Palmer.

OFFER
A $50 gift certifica'e to the Springbrook Pro Shop plus a free
self-installation kit valued at $50 or a $lOO-off professional
installation with putchase.

TIMING
October 4 through October 28,1998.

TACTICS
Print ads, in-stote training and POS at five sto'elocations.
plus a sales incentive progtam .

A special thankS to our Golf Channd parrne,,:
James Bates, Nicci Fry, Paula Hetsh

-_._._--------------------



REGIONAL RETAILER-
SPECIFIC PROMOTIONS

II
The Weather Channel/the good guys!

OBJECTIVE

Drive rraffic ro rhe good guys! ro purcluse DlRECTV"and
leverage full-rime carriage of The Weather Channel in the
Southern California marker.

o FFE R

$99 installation with purchase. Weather Channel T-shins,
DIRECTV duffel bags and several DIRECTV Systems
were: given away as promotional prizing.

TIMING
July 1 through July 31,1998.

TACTICS
Print advertising in thr« Los Angeles County newspapers
generated nearly six million impressions; a 200-spot radio
promotion with three stations gave away premiwn:items; over
200 bus signs generated over 18 million impressions. and POS
mareriaIs were displayed in over 20 store locations.

RESULTS

DIRECTV System sales increased 26% during promorion.

A special thanks ro our Weather Channel partner:
Bill Fogarty

In...store PeS counter card with entry form and print ad.

FOR PUBLIC INSPECTION

Bus tail-light poster and print ad.

MUSIC TELEVI$IOIl'

MTV Networks/Multi-Regional
OBJECTIVE

Drive rraffic ro retail in four separate markers simulraneously
to purchase DIRECTve and promote MTV, VHI and
Nickelodeon m:rworks.

o FFE R
Tops Appliance City, Campo, Sun TV and Sound Advice
all participated in <he "MTV Powet Trip" sw«pstakes
offering three winners a choice ofa trip to the MTV Video
Awards, a trip to Nickelodeon Srudios or a rrip ro <he VH 1
Fashion Awards - $15,000 rota! prize value.

In addition, DIRECTV and MTV supported all offers wi<h
a $99 professional installarion and/or a free self-installation
kit, a $99 second receiver and a free off-air antenna.

TIMIN G
July 12 through August I, 1998.

TACTICS
Print ads and heavy radio advertising, POS materials in over

100 s[on: locations plus asales incentive program and training.
RESULTS

DIRECTV System sales increased an average of 20% during
promotion.

A special thanks to our M1V panners:
Christine Sh«han, Tony Dunaif; Meg Lowe, Lori
Raimondo, Todd Schoen, Gabby Goodman, Jean Butcher

11
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PAY PER V lEW MARKETING

12 December 1998 SEE guide ad.

December 1997 DIRECTV blllstuffer ad spread.

New Line Cinema/Austin Powers
"Groovy Movie" Sweepstakes
• December 1997 promotion
• Exclusive Grand Prize: The 1968 Jaguar shown in the

film - $22,000 value

A special thanks to our New Line Cinema panners:
David Spiegdman, Christine Manna

Universal Studios/For Richer or Poorer
"Get Rich Quick" Sweepstakes
• July 1998 promotion
• Exclusive Grand Prize: $20,000 in cash

A special thanks to our Universal Studios partner:
HoUy Leff-Pressman

Paramountl"Titanic Treasure" Sweepstakes
• November/December 1998 promotion
• adusive Grand Prize: $25,000 Sapphire and Diamond Necklace

inspired by the "Heart of the Ocean"

A special thanks to Our Paramount partners: Srephanie Marlon,
Tanya Lach, Dawn BusSleen.·

July 1998 SEE guide od.

DIRECTV Exclusive Sweepstakes

OBJECTIVE
Generate excitement and awareness for DIRECT
11CKET" movies.

OFFERS & TIMIN.G
Auto-enrry for chance to win with PPY movie ordeL
Alternate enrry with postcard. See individual sweepstakes .
prizes and timing listed below.

TACTICS
One or more of the foUowing - on-air spots, DIRECIV
billsruffi:r, USA Today ad, SEE guide adv<nising and
websire posting.

RESULTS
Avt:~swcepSClkes panicipation is estimated at ahalf-million
auro-enaies.

FOR PUBLIC INSPECTION
FCC1A000000096



PAY PER V lEW M AR K E TIN G

New LineCinemalThe Wedding Singer
"Tie the Knor" Sweepstakes
• Sc:ptem~r 1998 promotion
• Exclusive Grand Prize: $10,000 cerrificare for his & herS

diamond rings, trip for two ro Las Vegas, i~cluding airfare,
hotel and $2,500 cash, and a $20,000 gift cenificare to
decorate your home - total value $35,000.

A special thanks ro our New Line Cinema parmers:
David Spiegelman. Christine Manna

S'WE' TAKES

tt;::,_~·)),
~:;.."':'=="=- .,_ _-- ...,..!>IO>: ~ .. ,.._-.... ..
-~ -- _, ""'.- ---- __ --...- -
:::.:.:~:.=.~.::..,.--_ ...._.._.._----

September 1998 DIRECTV bi1lstuffer ad spread.

Warner Bros.lConspiracy TheorylLethal
Weapon 4 Sweepstakes with Mail-In Entry
• February/March 1998 promotion .
• Exclusive Grand Pri:zr. Wm a walk-on role in LttIuzl
~apon 4 plus a private screening in your locaJ theater.

A special thanks ro our Warner Bros. parroers:
Chri5tine Williams Labrecque, Pamela Shapiro-Schloss,
Ernie Johnston

March 1998 DIAEClV billstuffer ad spreed.

Lethal Weapon 4/Citcuit City Retail Promotion

OBJECTIVE
Drive traffic [0 Circuit City to purchaseDIREC~ generate awareness for the
upcoming theatrical rdease of Lethal mapon 4 and promore Warner Bros. pay
per view movies on DIRECfV. .

OFFER
Exclusive "Go Hollywood!" Sweepstakes gave winner a trip for twO ro the L.A.
premiere of Lethal mapon 4, including airfare, hotd, passes and a post
premiere parry inviration - $5.000 rotal prize value.

TIMING
May 23 through June 14, 1998.

TACTICS
Print and Circuit City circular ads that generated 126 million impressions, 10
ciry radio promotion wirh on-air Lethal ~apon 4 prizing and pas in the 600
store locations.

RESULTS

DlRECfV Sj~rem sales increased 81 % during promocion.

FOR PUBLIC INSPECTION

- -- ----------------

In-store pos counter card with entry forms.
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PAY PER V lEW MAR K E TIN .<3

Exclusive Event - Shania Twain in Concert

The concert was used as pan of a Current Customer and a
National Retail marketing campaign.

Current Customer Campaign

OBJECTIVE
To reinforce programming differentiation and increas(:
customer loyalty and memion.

o FFE R
Shania Twain's world premiere coneen was broadcast liYe~

exclusively and free ro currem DIRECT\'" cUSlOmers.

TIMING
Live concen on Septembet 12, 1998. with teplays through
the end of the month.

TACTICS
DIREC1V billscuffer, SEE guide and ONmagazine adver
tising and a 24-hout Shan.. Twain promotional channel
(special thanks co. CMf fot video bio,).

National Retail Campaign

OBJECTIVE
Dtive traffic ro Best Buy 10 putchase DIRECTV" and
promote coneen.

o FFE R
$100 WOtth of Best Buy coupons and a Set of CD,.

TIMING
August 3 through September 12. 1998.

TACTICS
National advertising in Propk. Enrmainmmt m.k(r, Rolling
Stom and USA Today, plu, Be't Buy circular ads generating
over 33 million impressions. over 300 WeStWood One
syndicated radio broadcasrs and POS mat<tials displayed in
over 300 Best Buy store locations.

RESULTS
DlREC1V System ,ales increased 194% during promotion.

14
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Shenia Twain.

. In-store stand.e.
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COMMERCIAL MARKETING

Exclusive Event - Shania Twain in Concert

OBJ ECTIVE

To reinforce progr.unming differentiation, increase: customer
loy>lty and add now bar and restaurant locations.

OFFER

Shania Twain's world premiere concert was broadcast live,
exclusively and free to over 100 select commercial bar and
restaurant customers.

TACTICS
Local radio promotions, on-site marketing kits to country
western bars and live melli[e uplinks [hac enabled [he bar
promotion to be incorporated into the live show.

RESULTS
The: radio/bar promotion resuJted in many new commercial
accounrs for DIRECTY.

Bar poster,' print ad, SEE magazine ad and VIP paSl, .

Additional Commercial Marketing Strategy
More and more ,c~nunercia1 establishments have found the 'value of offering DlREClV sports subscriptions like NFL
SUNDAY TICKET';'NBA LEAGUE PASS, MLB EXTRA INNINGS,., NHL'CENTER ICE", ESPN FULL COURT and
ESPN GarnePlan to rheir cuS[omers. Special evems like wrestling packages from rhe WWF and WCW plus major professional
boxing evenrs pack in the crowds a[ local watering holes. To enhance [he aunosphere in bars and restaurants, Music Choice'"
offi:rs diverse tunes for evCty rasre wirh 40 commercial-free audio channels by music formar. DIRECIV Commercial is expanding
business by exploring suaregic partnerships rhat can help us rake advantage of rhe tremendous growrh opponunity in this marker.

A SPECIAL THANKS

Campbell-Ewald Communications
Comedy Central
Djgivisiori
Discovery Nerv.rorks
Disney Channel
Enco~

ESPN
Four Square ProduCfions

FOR PUBLIC INSPECTION

'- - ._---------------

For supponing our anntial~:,:

IIU
cIRECTV• .

CHARIT.,§#cLA88IC

January 5, 1999

SPONSORS

FOX Sports Direct
GM Event Works
The Golf Ch:utneJ
Hughes Nt.'rwork Systems
[Fe
Lifetime

. MTV Nerworks
MuchMwic

NFL Enterprises
NHL

:i>I'yboyTV
"Pollack Ginsoog Productions
:SCripps Nerwork
Tucner Home SatcUilC:
'liSA NctwOrla
The Weather Channel

15
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CONTACT LIS T

Stephanie Berg Coordin2ror. Marketing 310.72&-480\'
Toby Balin......•.............Director. EVC:nt Prog. Acquisition 310-964-4612
Tom Bracken.............•.....VP. Advertising &: Creative Services , .310-535-5027
KM,n Brady Sr. Man~. Sp<cial Mark"" 310-9644643
Jeff Brillcr _ M2n~r. Thcauical.Acquisjrlon ......•...3io·964-4255
Brim C>ldwell. Di"aor, lo)'alty Mark<ting 310-535-5063
Srephanie: Campbdl Sr. VP. Progwnming: .....•.•.......... .3:0-535-5217
Lori Chee. ~ S~. Manager. Acquisition Marketing..•.... 310-535-5034
p~ Coleman Director. Creative Services 310-535-5201
Susan Collins ' Sr. VP, Consumer Marketing 310-535-5139
Tom O'vi, Man~. Sports Mark<tiog 310-9644191
Tracy Devine Manager. Advtnisirig•.................. 310-535-5097
And)' Fdf<r. Mmager, Sports Mark<ring. 310-535-5171
Rich Goldberg VP, Programming Acquisition .......•....310-535-5099
Jayne Hancock Director, Sporn Markaing 310-726-4737
M;l,t( Hanova " Direaor. PPV Marketing..•.............. 310-726-4585
Francint Harsini..........•.... Director. Advertising..................•.310-964-4630
Parry Ishimoto Sr. Manager. Program. Acquisition 310-726-4874
Rob Jacobson................•. VP. Prog. Acquisition Easr COa.5t 310-964-4221
MdisssCi Kirchner Sr. Managu. PPY & Interactive....•..•.. 310-726-4679
Amy Ku.::ssner..•. , ....•..••.... Manager. Acquisition Marketing..•.••..•.310-964-4'127
Chris Lauricella. •.•.•.•.••...•. Sr. Manager. Spons Marketing - 310-726-4875
Deanne J...e.wis..Rics.•....•...••.•Manager. PPV & Interactive. 310-964-5]84
Larry Londre. DireCtor. S~cial Markets............•...310-726-4985
Jorge Mwn ManCl~r.Special Markets. 310-964-5088
Valerie McCarthy......•.... , Sr.·Man.ger, Creative Services•.......••.. 31()..726-4578
Adam Mucci , Am. Manager, Sporn Marketing ....•.... 3](}...964-4060
DC!J.ise Rakas•...........•.. ·.•. Business Development Specialist 310-535-5073
DdinCI RobertS " . Sr. Manage". Creative Sr::rvices. ' 3]0-535-5348
Luci Scha.rfen~er Manager. Upgrade Marketing.......•.... 310-726-4942
Dave Tadder Sr. Manager. P;rrrnership 310-726-4637
Kim Taytor.....•..........••.. Sr. Manager, Upgrade Mukr::ting 310-535-5359
Lara Wardrop Asst. Manager. S~cia1 Markers 310-964-4049
Etic Winter.......•............Manager. Marketing Publications .•.•..... 3) 0-964-4200

DIRECTV

LOOKING TOWARDS THE FUTUftE

•
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Hughes·
Company Update

Todd B. Ernst
Dan Thomasson

(212) 778-1449
(212) 778-8272

Rating: STRONG BUY
(Moderate Risk)
o February DirecTV sub additions arc strong:

raising sub estimates for the quarter.
O' Lowering IQ99 EPS estimates from SO.llto

SO.08 to account.for higher sub additions.
o Reiterate Strong Buy and S58 12'month price

target.

GMH (48}-NYSE

Earnings Per Share
Fiscal Year Ending

March 12, 1999

New
Old

J.2iM. 12199E 12100E
50.41 50.61 51.09

0.64

PIE
12199E
NM

Ind.
Div. '("oeld

Shares
OIS
(Mil.)

399.9

52
Week
Range
58-30

DJIA: 9897.40

S&P 500: 1297.65

PSI Aerospace & Defense Index: 1177.02 Priced as of Ihe dose, March 11, 1999.

FOR PUBLIC INSPECTION

Note: We c:ak:ulale market-cap-weighltd pt'l'fonTl&t'J.:l! for the index shown on a lolal·relum basis from 1979. Most Prud.r'llial Secutites Inc:Ol'Pora1ecl
roelles (for about 200 industries in , 2 economic: sectors) are alSO segmented by sma". mid·, and Iarg..cap SlockS. For more lrtorT1\alion regarding
lhese tlc:lexe$ and Iller compoSiTion please contact your Pnxlerllial securities represeotillive

. '''':'=: ..).:;~:..:t.·~;;'';·,.''::,'.:=:~:Z':''i:L:;'·'' '. -..::,: ";;01.·~"'.E':::;::~"'::':'l!~·,~:;.;::.: ••:....~:r.'::.:.·~~~..K..:-:.=-.:.;-Z~_"!~.:"Q05TTL~~)..'J::Qr..--r.:II

DirecTV Subscriber Adds Are Strong In February; An Early
Look At DirecTV With Primestar; Reiterate Strong Buy

Hughes Electronics, based in El Segundo. CA, is a $6 billion (in 1998 revenlles) verrically

integrated company that manufactures satellites, ground station equipme,!-t. and terrestrial wireless
net\\'orking products for government and commercial customers. The company also provides
commercial space services such as transponder leasing through irs PanAmSat affiliate and satellite·
based home entertainment programming under the Direcn' brand.

o We are adjusting our firsl-<Juaner estimate from $0.11 to $0.08 to reflect higher than expected
DirecTV subscriber growth leading to increased sub acquisition costs. Higher sub growth
should drive increased long-tenn value for GMH shareholders.

CJ Uncenainty surrounds closure of the Primestar transaction, though we still expect the separate.
Tempo transaction to close.

DOur 12 month target price is $58, based on a sum-of-the-parts valuation.

Based on newly released subscriber numbers, we have boosted our first quaner 1999 subscriber

estimate which. in tum. has caused us to adjust our EPS projections. However, we point out that in
our view, current earnings are not overly helpful in assessing the operating perfonnance of
DirecTV-subscriber growth is key, in our view_ We have lowered our estimate from SO.llto
$0.08 for the quaner. For alt of 1999. we are lowering our EPS estimate from $0,64 to $0.61,

though we are keeping our 2000 estimate at $1.09. Please note thaI these numbers include the USSB

FCC1A000000101



transaction. the closure of which we feel is imminent. but not the Prim.f:star t~ansai::tion. the Outcome of which is still
uncenain.

We Continue To Like The Hughes Story. We are reconunending that clients acquire Hughes shares as we
believe there could be 25% upside in the shares over the next twelve months. Our optimism is based on the following:

o Growlh-we expect 10%-12% revenue growth in 1999 and 40%-50% EPS growth driven in 'Iarge pan by the
company" s position in the rapid growth 'space services business. .

o Competitive Position-Hughes is the leading Geosynchronous satellite manufacturer. and is the largest commercial
fixed space services provider. has leading share of the U.S. direct to home television programming market. and the
largest ground station (VSAT) provider. A strong market position in growth markets bodes well for price
appreciation. in our view.

o Visibiliry-Hughes's satellite manufacturing segment has a 39 sall;lIite backlog (including AMPT satellites) valued at
nearly $4 billion. Hughes space services [PanAmSat (SPOT-37 3/4. rated Strong Buy)] has a $6.3 billion backlog.

o Diversijication-Hughes panicipates in a wide range of space business segments from hardware to service. reducing
overall market risk.

DirecTV Reports Strong February Subscriber Numbers. We have adjusted our first quaner projections
due predominantly to Hughes' success in acquiring new DirecTV subscribers to date. In February 1999. DirecTV added
approximately 93.000 subs versus 71.000 in 1998. Year to date. DirecTV has added 184.000 subs. Our original first
quaner projection' was 225.000 subs, an. amount which we are now confident DirecTV will'greatly exceed, given the latest
sub repen and the" fact that DirecTV is implementing an aggressive. new marketing campaign beginning in mid-March.
As a result. we have raised our 1999 first quaner estimate to 285.000 subs (this compared to 227.000 actual subs in 1998).
The increased projection. in tum. results in nearly $25 million of additional subscriber acquisition cost ($425 per sub).
which is partialJy offset by an upward revision in satellite manufacturing operating profit and expected interest income.
The net result is a SO.03 hit to EPS for the first quarter. While the increase in sub estimates increases sub acquisition costs
and lowers net income. we view this is a positive for Hughes because each sub is valued at aboui $2.300 and only costs the
company $425 to acquire. suggesting that each additional sub adds considerable value to the DirecTV franchise.

A key point here is that the DBS industry continues to add subscribers at a phenomenal rate. In our view. continued
growth further reinforces the value of DirecTV bolstering its competitive position by acquiring Primestar and. more
imponantly, we think. the Tempo high-powered orbital assets. A more competitive DirecTV in the rapidly growing DBS
market improves Hughes overall growth prospects, which is and has been one of the main reasons why we like GMH
stock. Upon the consummation of the Tempo transaction. DirecTV should be well positioned (with up to 370 channels) to
compete in a "two horse race" with Echostar's (D1SH-60, not rated) newly increased capacity (up to 500 channels). The
Tempo assets should also afford Hughes the capacity needed to provide local-to-Iocal progranuning in select markets. if it
becomes legal and economical to do so. though the company still maintains that an off-air antenna is lhe preferable means
to acquire a local signal. Local-to-Iocal capacity, we think. will be of increasing value in 1999 as Congress mulls overthe
idea of allowing DBS to provide local programining. which is illegal at this time.

Hughes has also indicated that Galaxy Latin America (GLA). its Latin and South American satellite programming
business. is on-track to greatly exceed 1998 first quaner subscriber growth. due mainly to changes (panicularly in
marketing) the company has made to its Mexico franchise. which it now fully owns. Accordingly. we have increased our
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sub acquisition estimate for the firsi quarter. raising our estimate to 65.000 subs from 55.000 subs (compared to 38.000
new subs in" first quaner.1998). This change did not have a material affect on EPS.

The Competition Is Fierce. Of concern, Echostar added 103.000 subs in lhe February (on top of 100.000 in
January). outdoing Hughes for the second consecutive month. Echostar has been aggressively (and successfully)
marketing its services. offering free equipment (via a rebate) in exchange for a one: year service commitment. This is of

concern because such success may force Hughes to more aggressively market DirecTV, which potentially could lead to an
inerc.ase in the sub acquisition costs-though we have not factored an increase into our model.· However. we feel that

DirecTV's new marketing program will likely close the gap between the tWO companies in early second quarter 1999. Of
nore. Echostar's strong subscriber additions in the past two quarters may be a benefit to Hughes in that it may obviate any
regulatory concerns over the DBS industry competitive ehvironment as Hughes attempts to acquire Primeslar and the
Teropo assets.

Primestar Transaction Less Certain. The Primestar tender offer for outstanding bonds was extended to
March 15. 1999 after the initial offer period expired without yielding the necessary majority of bondholders to approving
the company's sale to DirecTV. IfDirecTV is unable to close the transacrion by the end ofApril. it willlralle the option ro
walk away. which is a very real risk. The acquisition process is complicated by the fact that Charlie Ergen. CEO of
Echostar. DirecTV's primary satellite programming challenger. has obtained over 10% ownership of outstanding
Primestar bonds (it takes 90% or more of bondholders to approve a deal). We believe this is a tactic to delay DirecTV's
acquisition of Primestar, allowing Echostar more time and opportunity to poach Primestar subs before they can be
convened to DirecTV. To this end. Echostar has initiated a marketing campaign designed to attract Primestar subs.
offering them free installation and hardware if subs sign up for a year of service. It is not yet clear the extent 10 which
Echostar has been successful in penetrating the Primestar sub base.

However. the Tempo part of the transaction (Le., high power orbital slots and satellites) is separate and independent of the
Primestar bondholder issue. We still expect this trans.ction to close shortly after mid-year 1999. The FCC comment
period (where it hears arguments regarding the potential affects of a proposed acquisition on the industry's competitive
environment) is now open. but will expire on April 2 after which it will likely take three to six months for the government
to reply with a decision (Echost.r has lodged a complaint to preclude DirecTV from acquiring ,the high power slots to
which DirecTV may rebut). '

Valuation. Our 12-month t.rget price for Hughes is $58. We arrived at this price using a sum-of-the-parts valuation.
We valued DirecTV using a $2.300 per sub value (pre-PrimeSlar) in 2000. For the other businesses. we have used
enterprise value to 2000 EBITDA mUltiples: II times for Satellite Services, 8.5 times EVIEBITDA for satellite systems,
and 7.5 times EVIEBITDA for Hughes Network Systems. See Appendix 3 for further details.

A Pro Forma DirecTV/USSB/Primestar-Let's Take A Look At The Numbers. As we have
mentioned in our previous notes. we believe that the combination of DirecTV, USSB (USSB-16 5/8. not rated) and
Primestar will yield a powerful multi-channel competitor. After reviewing the terms of the transactions and making
assumptions about the DirecTV subscriber addition and Primestar sub conversion rates, we were able to produce a detailed

pro forma model of a post-closing DirecTV e!'vironment.

Our EPS Estimates likely Will Come Down Once We Include Primestar. Keep in mind thaI we
are not changing our EPS eStimates of SO.61 for 1999E .nd $1.09 for 2000E at this time. These estimates include the
USSB transaction, which we feel is imminent, but do not include Primest.r. of which we are optimistic-although less
certailJ-{)f closing.
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If we were to include Primestar in our model, our EPS estimates likely' would fall'to $0.56 in 1999 and $1.03 in 2000.
Below. we outline our assumptions regarding DirecTV new sub additions and the conversion ra,te for Primestar

subscribers. 'Based on the aforementioned assumptions and assuming the transactions close by the beginning of third
quaner 1999, we anived al a total revenue of $3.1 billion for 1999 and $4.3 billion for 2000 based on an end of year sub
count 6.2 million and 7.9 million subscribers. respectively. In thls environment. operating profits total S47.1 million and
$314.5 million in 1999 and 2000, respectively. We have assumed that convened Primestar subs generale a $43 average
revenue per user (ARPU) and that new DirecTV subs adds generated a $54 ARPU (we have ass~med National Rural
Telecommunications Cooperative (NRTC) subs have a $3.50 ARPU). See Appendixes 5. 6, and 7 for the comparison of
DirecTVIUSSB with and without Primestar.
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Append;~ 1. Hughes Electronics-Sales And Earnings Projections, 1996·2000.
(Dollars in miWons) ,

Revenue 1996 1997 1998 1999E 2000E

DireCI·To· Home 5621 51,277 S1,816 52,733 53,712
% Change nla 106% ,42" 5o" 3."

Satellite Services 5483 5630 5767 51,058 51,292
%Change niB 30'J6 22'16 38% 22%

Satellite Systems 52,056 52,492 52,831 52,900 53.120
% Change nla 21" ,.% 2% 8%

Network Systems 51,070 51,011 51,077 51,150 51.210
% Change nla ·5" .% 7% 5%

Eliminations & AJlocations ($221 ) ($282) ($527) ($785) ($9401

Total Revenue 54,009 55',128 55,964 57,056 58,393
% Change nla 28" 16" 18% J.%

Operatlng Profits
Direct-To Home ($320) ($255) ($224) ($101) 5174

% Change nla ·20" ·1296 ·55% ·272%

Satellite Services 5242 5294 5318 5461 5633
% Cnange nla 21" 8% 45% 3/%

Satellite Systems 51e3 5226 5246 5258 5275
% Change nla 23" ." 5% 7"

Network Systems 5108 574 $1' 570 $77
% Change nls ·37% -85% 542% ...lO"

HCVB,oadband nla ($20) ($25) ($50) ($50)

Biminations, ARocations & Other ($4) ($16) ($56) ($125) ($134)

Operetlng Profit 5210 5304 5271 $513 5975
% Change nls 13" ·23% 60'J6 60"

Oper. Margin rio) 5.2% 5.9% 4.5% 7.3% 11.6%

Hughes Amor1. of GM Purchase ($21) ($21) ($21) ($21 ) ($21)

Interest Exp. ($43) ($91) ($18) ($83) ($133)

Inlerest Income $7 $33 $112 $78 $12

Other Income ($51) ($99) ($153) ($155) ($125)

Pretax Income S101 S126 5191 $332 5707

Pretax Margin (lifo) 2.5% 2.5% 3.2% 4.7% 8.4%

Income Tax 565 563 $74 5128 5269
Tax Rate ('!oj 64.1% 49.8% 38.7% 38.0% 38.0%

Minority Interest 553 $25 $24 522 53
Add Back GM Amortizalion $21 $21 521 521 $21

Net Income before Disc. Ops. $110 5109 $163 $250 $462

Discontinued Ops. ($7) $1 $0 SO $0
Earnings Before Nonrecurring 5103 $110 5163 5250 $41f2

% Change nla 7" 47" ..% 85"

After Tax Nonrecurring 581 $36' $0 $0 SO
Net Income $183 $471 $163 5250 $462

% Change nla 157% ·65" 54" 85"

Fully Diluted EPS bll Nonrecurring 50.26 50.28 50.41 $0.61 $1.09
% Change nla 7" 47" 49% 80"

Nonrecurring Per Share 50.20 SO.90 SO.29 SO.OO 50.00
Fully Diluted Reported EPS 50.46 $1.18 50.70 $0.61 51.09

% Change nla 157%
.4 '" ·13" 8""

Shares (Millions) 399.9 399.9 399.9 411.3 422.7
Source: Company data; Prudential Securities estimates.
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Appendix 2. Hughes £Iect,onics Cash Flow AnalysIs, 1996·2000£
(Dohars in millions)

Operations: 1996 1997 1998 1999E 2000E

Net Income $163 $451 $163 5250 5462
Depr. & Amort. 5195 5246 5367 $410 5425
Amort. of Goodwill PAS $0 550 $67 $67 $67
Gains on Sale of Assets ($120.) ($490) ($14) SO 50
Deferred Tax 592 5286 5153 5200 5200
Change in Working Cap. 555 ($506) 5125 ($50) (5200)
AJIOther ($37) ($46) (5104) ($100) (S100)

From Cont. Operations 5346 ($9) $756 5777 5854
Discontinued Operations ($8) ($16) 50.0 $0.0 50.0
Cash From Operations $338 (524) 5756 5777 S854

Capex ($262) (5251 ) (S311 ) (5600) ($545)
Increase in Satellites it. ($192) ($634) ($1,100) ($1,160) ($300)
Free Cash Flow (S 115) (S909) (5655) (S983) $9

From other Investing
Investment in companies ($32) (51,637) (51,240) (5800) (5350)
Other 5404 5290 5399 50 50

Cash From other Investing 5372 (51,347) (5841) ($800) (5350)

Financing
DeIlt 50 (5503) 5141 $1,000 $0
Con1ibutions from Parent (5280) $1,124 ($205) 50 $0
Capital Proceeds from Hughes 50 $4,393 50 $0 $0

Cash From Financing (5280) 55,014 (564) 51,000 50

Change In Cash ($23) $2,758 ($1,560) ($763) ($341 )

Cash & Cash Equivalents (515) 52,743 51,183 5400 559

Capitalization
Long'Tenn Delli $0 5638 5935 51,935 $1,935
Shareholders' Equity $2,492 $8,312 $8,382 58,832 $9,094

Total Capitalization 52,492 58,949 59,317 510,566 $11,029
T. DeIltIT. Cap~aJ 0.0% 7.1% 10.0% 18.3% 17.5%
Tolal Assets $4,416 512,763 513,435 514,250 514,800
Goodw~ 5468 52,955 $3,552 53,485 53,418

Return on Average Equity ria 8.3% 1.9% 2,9% 5.2%
Return on Average Total Assets ria 3.5% 2.1% 3.7% 6,7%
Operating RCA1 ria 3.4% 2.9% 4.9% 8.8%
Asset Turnover ria 0.60 0,46 0.51 0.58
Rnancial Leverage ria 20.0 14.4 7.4 7.6
Free Cash per Share (50,29) ($2.27) ($1.64) ($2.39) $0,02

% Change n/. 692.6% ·28.0% 46.0% ·100.9%

EBITDA 5404 5600 $705 $990 $1,467
% Change n/. 48.5% 17.4% 40.5% 48.1%

EBrTDA per share 51.01 $1.50 51.76 52.41 $3.47
96 Ctumge Ilia 49% 17% 37% 44%

• EBfT (1·lax rafeY(rolai DeIlI+TOlal Equ_v)
2 Includes excerise earty bUyoU1 options for PanAmSa1 in 1998 and 1999
Source: Company data.; Prudential Securities estimates.
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Appendix 3. A Blended Multiple Implies That GMH Shares Will Appreciate Substantially
(Dollars in millions) •

Direct to Home 1999E 2000E

DirecTV' 57,396 510,294
NRTC Subs $263 $357

Galaxy latin America 2 5623 5999

Direct To Home Valuation 58,282 $11,650

Satellite Services

PanAmSal Cp. Income $461 5633
Depreciation & Amortization 5298 $352
EBllDA $759 $985
Assumed Multiple 1'.0 , 1.0

Satellile Servces Valuation 58,351 510,840
Hughes % e1% 81%

Satelllte Services Valuation 56,765 $8,780

Satellite Manufacturing

Operating Income 5258 $275
Depteciation & Amortization 553 $65
EBITDA 5311 5340
Assumed Multiple 8.5 8.5
Slitelllte Menufecturlng Velulition 52,644 52,890

Hughes Network Services

Operating Income 570 $n
Depreciation & Amortization $45 550
EBITDA S115 5127
Assumed Multipte 7.5 7.5
Hughes Network Services Valuation $863 $953

Total Enterprise Vatu. $18,552 524,273

less:
TOlal Hughes Debt ($935) ($1,802)
Plus:
Cash $1,183 5560
Investments S190 $228

Target Market Value $18,881 $23,258
Shares OUlstanding (Primary, mirhons) 41' .3 422.7

$46 $55

Discount ·5% ·5%

Target Price $49 $58

Source: Company data; Prudential securities estimates,
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Appendix ,4. Hughes'Electronics Segment Overview

'991 1991
Geographic Primary Salel· Oper.

Principal Business ProductsJProJects Market. Served Major Competitors Customer e••• ($ Mil.) Margin

IOirect-To-Home $1.116 ·12.3-,4 I
DirecTV nt. United Slates Echoslar, Primestar U.S. consumers, MOlls, S1.671 nt.

Cable Companies Ba~. Restaurants·

Galaxy Latin America nt. latin America Sky Consumers S145 nt.
South America

OirecTV Japan nt. Japan SkyPerlecTV Consumers nt. nt.

ISatelllte ServIce. 5767 41.5-.. 1

PanAmSat TranspOnder Global Lora! Skynet, loral Multinational Corps. $767 41.5%
Leasing Orion. lora! SatMex. Broadcasters. Telcos

Inlelsat, GE Americom

ISatellite Me nu'acturing $2,831 8.7-.. 1

Satellite Manufacturing Commercial GEe. Gbba! lora!. Lockheed DBS Provider8. $2.831 8.7%
Gov't. and Scientific Martin, Boeing, Transponder Leasing,
Satellites Ma1ra Marcori GEOIMEO Wireless Voice.

Telcos

IHughes Network Systems $1,150 1.0%1
Privale Networks VSAT. DirecPC. Gbba! Gilal. GE Americom Retailers. Multina1ional 5630

Consulling Services Lora! Orion. Lorat Corps.• Broadcasters
Skynet

Wireless Telecom Wireless Infrastructure. Gbbal Lucent. California Wireless Telcos. large $200
Handsets. Mobile Equip. Microw8Ve Corporations

Networking Switches, Network Mgt. Gbba! lucent. Cisco Lafge Corporations $2'0
Equipment

SoUTee: Company data. Prudential Securities estimates.
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"m Appendl" S. DlrecTV/uSSB U.S. Quarterly Subscriber Acquisition and Financial Performance0
:::l 10t9E 20Sl9E 3QnE 4099£ 1999£ 1oo0E 2000£ 3000£ 4QOOE 2000£0
Z Gross DirecTV 432 .32 48. 576 1925 .01 427 504 60' 1SI37

Nel OirecTV Sub Adds 285 275 320 '00 1280 225 230 300 390 1145N., Total Subs 4,743 5.018 5.338 5,738 5,738 5,963 6,193 6,493 6,863 6,813
Average Subs 4.601 4,881 5,118 5.538 5.098 5,651 6.078 6,343 6.688 6.31.1

% NAte Subs 2\% 22°/. 22°1. 22% 22% 22% 22% 22°4 22% 22%
%Direc1V Subs 79% 78% 78% 78% 78% 78% 78% 78% 78% 78%

NRTC Subs .966 1,074 1.139 1,218 ',218 1,243 1,337 1,395 1,471 1,47.1-
Direcl Subs 3.634 3.B07 4.039 4.320 . 4.320 4.407 4.741 4.948 5.217 5,217

Royalty Per SUb-NRTe $3.5 $3.5 $3.5 $3.5 $3.5 $4.0 $4.0 $4.0 $4.0 $4.0
AAPU $46 $46 $55 $55 $50.3 $55 $55 $55 $55 $55.0

DifeclV Revenues $496.095 $519.627 $666,409 $712,141 $2.394,871 $727,219 $762.239 S816.344 $860,746 $3,188,548
NATC Revenues $10.144 $11,274 $11,961 $12.793 $46,172 $14,917 $16,046 $16.746 $17.656 $65,365

Tolal Revenues $506,239 $530,901 $618,370 $725,533 $2,U1,043 $742,137 $798,285 $833.090 $878,402 53,251,913

Sub Acq. CosVSub $425 $425 $465 $465 $445 $465 $465 $465 $485 5465

Tolal Sub Acq Costs $145.082 $143,049 $176.125 $208,971 $673,227 $145 ..499 $154,793 $182,935 $219,168 $702,394
Programming Cosls $223.243 $233,632 $299.684 $320.733 $1,077,692 $327,249 $352.007 . S367.355 $387.336 51,433,946
Customer Care Cos's $49.609 551.963 $66.641 $71,274 $239,487 $72,722 $78.224 $81,634 $86.075 5318,655
Broadcast OP8 $24.805 $25.98' $29,988 $32,073 5112,841 $36,361 5:35.201 $35.103 $37.012 $143,67,7
Business Operations $19.844 $20,765 $26.656 $26.510 $95,795 $29.089 531.290 $32.654 $34,430 $127,462'
Bad AccountS/Other $17,363 $1B.187 $23,324 $24.946 $83,820 $25.453 $27.378 528.572 $30.126 $111,529
Depreciation/Amortization $25.000 $25.000 $36,200 $38.200 $126,400 $36.200 $38,200 $36,200 $38,200 $152,800

Tolal Direct Operating Profit 1$8.851 ) $830 $5.590 1$11,987} ($14,398) $52.648 $65.148 $49,892 $28.399 $198,085, .

Total NATC Operating Profit $10.144 $11.274 $11.961 $12.793 $46,172 $14,917 $16,046 $16,746 $17.656 $65,385

Net Operating Profit S1,293 $12,104 $17,551 $828 $31,774 $67,565 $81,192 S66,637 $41,055 52.61,450

Net Oper.llng Profit Margin O.3-Ao 2.3% 2.6% 0.1% 1.3% 9.1% 10.2% 11.0% 5,2% 8.0%

EBITDA $26,293 537,104 $55,751 539,026 $158,1U $105,7&5 $119,312 $104,837 $84,255 $414,250

Tolal Sub Acq Costs 29.2% 27,5% 26,40/_ 29.3% 28.1% 20.0% 19.8% 22.4% . 25.5% 22.0%
Programming Cosls 45.0% 45.00/_ 45.0% "'5.0% 45.0% 45.0% 45.0% 45.0% 45.0% 45.0%

Cuslomer Care Costs 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10,0% 10.0%
"II Broadcast Cps' 5.0% 5.0% 4.50/. -41.5% pI'. 5.0% 4.5% 4.3% 4.3%. 4.5%
0
0 BusinesS Operations 4.0% 4.0·.4 4.0% 4.0"1. 4.0% 4,0% 4.0% 4.0% 4.0% 4.0%
~ Bad AccounlslOther 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%
l> Oepreclallon -41.8% 5.4% 5.3% 5.3% 4.9% 4.7% 4.4% 4.8% ~0 5.0% 5,7%
0
0 DireclV Operaling Maroins ·1.8% 0.2% 0.8% ·1.7% ·0.6% 7.2% 8.3% 6.1% 3.3% 6.2%
0
0

Source: Company repon" Prudential Securities esllmales.0
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" AppendIx 6. Pro Forma DI,..cTV U.S. Querterly Subscriber AcquIsition and FInancIal Performancem
0 Revenue.
=! f1housandsl l09IE 2Q9IE 3a99E 4099E 19ttE lQOOE 2QOOE 3QOOE COODE 2000E
0 D1RECTVlUSS8:
Z ....... lMeclV 513 2264'32 '32 5'. 618 2027 478 598 875

Net Oirec1V St.O Adds 285 275 380 440 13110 300 310 385 '50 1445
Ner Total $tA), 4,743 5,018 5,398 5,838 s,n. 6,138 6.4"8 6,633 7,283 7,283_Sub.

4,601 '1,681 5,208 5,618 5,1.1 5,768 6,293 6',64" 7,058 1,51,1

%. Avg. NRTC Subs 21% 21% 21% 21-"- 21% 21% 21 el. 21% 21% 22...
% Avo· DirecTV Subs 79% 79% 79% 79% 7.... 7.... 790/. 7.... 79% 71%

Average NATe SUbs ... ',025 1,094 1,160 1,011 1,211 1,322 1,395 1,482 1,443
Average Direcl Subs '3.634 3,856 4,114 4,438 4,017 4,557 .,971 5,246 5,576 5,117

Royalty Per Sub NRTC $3.5 S3.5 $3.5 $3.5 $3.5 $3.5 $3.5 $3.5
MPU $•• $•• $54 $5' $5. $5. $5' $54

DirocTV Aovonues $496,095 $526,289 $666,520 $718,992 52,407,895 $738,189 $805,378 $849,851 $903,283 $3.296,701
NATCRevenues S10,144 $10.762 $11,464 $12,388 5"',777 $12.718 513,876 $14.642 SlM.3 $56,800

tNrecTVlUSSB Revenue. $506.239 $537,050 $671,003 $731,379 $2,452,672 5750,907 $119.254 $164,493 1911,146 13,353,501

PRIMESTAR:
Cak:tJalec1 Gross Primesls, Sub hlds (000) 0 0 0 0 0 0 0 0
MJt PrtmestBr &iJ Adds (000) 0 0 0 0 0 0 0 0
Net Total Sib. poo) 2,085 1,719 1,719 1,375 1,Oed 841 .53 ..,
Average Sub' POOl 2,085 1,902 2,199 1,547 1,228 ... 750 1,122
COI'MtrSion rale 2.5% 3.2% 2.9% '.0% 4.5". 4.5"'- 5.0% 4.5%
Monthly Chum 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.7%
AAPU ~/o box ntftl!l~ $43 $43 $43 $43 $43 $43 $43 $43

Tolal Programrring Revenues 265,860 242,491 508,352 197,232 156.510 122,892 95,884 572,317
Tolal Box Rental Revenues 82.555 57,057 119,612 46,407 36,826 28,916 22,514 134,513 ..
Inslallalion Revenues 0 0 0 0 0 0 0 0
Prlmesl.r Revenues 5328,41 & $299,548 5627,954 $243,139 $193.33& $151,'07 5118,197 $706,910

CONVERTED SUBS:
Gross Primesla, Conversion &.bs (000) 185.0 200.2 315.2 206.2 185.7 145.8 127.2 664,8
CurrlJIallv8 NIl, IDlaI COnverted .ubs 185.0 374.1 374.1 557.9 710.1 818.8 904.0 904.0
AY8ntge curnuIitiYe Net converted Mb, i2.S 279.6 117,1 466.0 634.0 764.3 861.3 ·839.1
NRTC'" 21" 21% 2'''' 21 ... 21" 21'" "... 22"
DnclV% 79% 79% 7.... 7.... 79"1. 7'% 7'" 7'~

." NATe~ revenue $204 $61. $~20 $1,028 $1,398 $1.685 $1,899 $6,0100
0 Oit8clV corwersion revenue $9,319 $28.160 137,471, $48,938 $63,858 S76,ga7 $86,753 $174.5st..
l>

Monthly chum 2.0% 2.0% 1.8% 1.7% ,.....0 2.0% 2..... 2.0'%
0
0
0

Tot.1 Revenue 51,058,703 $3,111,134 51,042.512 $1,077,146 51,094,'73 $1,125.115 54,341,02150 S50l,2U $537,050 $1,015,5142
0.... Source: Con,:)anv dalll. PNdential Securities estimates.0
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"tI Appendix 7. Pro Forma DlrecTV U.S. Quarterly SUII.cr'be, Acqul.,tlon and Ope,atlng Expen•••m
0 EJrpens••
:! ('lhousands, ell'cepl per·SUb numb81'S) 1099£ 2Q99E 3099E 4099E 1999E 1000E 2000E 3QOOE 41QOOE 2000E
0 Ditec:1V acquisition coS! per sub $425 $425 $465 $465 $465 $465 $465 $465 $465 " $465Z Prirnlltar COf'W8fSIon COSt p.. lib "'. ",. $425 $425 $400 $425 $425 $425 $425 $400

OIrecTV 5lb aeq cost 145,082 144.883 200.424 227,072 717,460 175,6.3 188,267 219,5~ 2<48,141 831.666
Primestar cony, cost (not i1c1 NATe) , ",. ",. 23,120 25,012 ....132 25,769 23,19B 18;215" 15,1191 13,073

Tolal Sub .&cq Costs $145,082 "44,a83 $223,544 $252,084 $765,592 $201,411 $211,484 $237,611 $264,032 $914,739
Prognwrwnlng Cosls $223.243 $236,830 $423,76. $445,339 $',329,176 $442,061 $459,975 $468,129 $464,056 $','54,223
Customor Care Costs $49,609 $,52,629 $95,518 $101,304 $299,061 $91,982 $99,444 $102,515 $106,658 $406,600
Broadcast Ops $24,805 $26.314 552.402 $54,332 $157,853 $48,399 $49,266 $49.460 550,346 5197,"11
Businoss Oporatlons $19,844 $21,052 537.668 $39,~66 $118,149 $35,603 531,003 537,740 $38,912 $149,259
Bad Accounts $17,363 $18,420 $39,639 $41,404 $117,026 $36,796 $31,363 $37,468 $38,045 $149,712
Depreciation $25,000 525,000 $125.000 $110,000 $285.000 $10S,OOO $98,000 $85.000 $72,500 $360,500
Tol.1 eKpenses $504,945 $525,127 1997,735 11,044,049 $3,071,857 59157,253 1992,556 "1,018.143 S1,054,551 "',032,503

TOIat Direct Operallng Prollt ($8,851) $1,161 $8,519 $2,651 $2,300 $61,513 $70,0115 $SO,502 $53,682 $251,723
TOIaI NRrC Operallng Ptoll $10,144 $10,762 $11.688 $13,004 $45,597 $13,746 $15,274 516.328 $17,462 $62,810

Tol.' Ope,..t1ng Prollt $1,293 $11,923 $1',207 '15,655 $47,077 $75,259 S'5,290 575,'29 571,144 $314,533

Prog~ngCoSIS 44.1% "'.1"1. 41.70/. 42.0% 42.6% 42.4"1. "2.7% 42.8% 43.0% 42.7%
CustOmet Care Costa 9.8% 9.8"1. 9.4,.. 9.6% 9.6"4 g."./. 9.2% 9.4% 9.5~ 9.4%
BroadcUl Opt 4.9·"'" 4.9·4 5.2'r. 5.1% 5.1% 4.6% 4.6% 4.5% 4.5% 4.5%
Business Operationt 3.9% 3.9% 3.1% 3.7% 3."" 3.4% 3.4% 3.4% 3.5% 3.~%

Bad Aecoun1l 3.4% 3.4% 3.9% 3.9% 3.8% 3.5% 3.5% 3.4% 3.4-.4 :1.4%
Oepreciltlon 4.9% ".1% 12.3% 10.4% 9.1% 10.1% 9.1% 1."" 6.4% B.3'I<

, Assumes no aoreemenl with NATe and 15% 01 conversion c051s are capitalized
Source: CorrtplW1y dala. Prudenlial Securities estimlles.
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A;pendbc' 8. GMH Has Had A Wild Ride Since The Beginning Of 1998

Announces
launch ot new
salelliles

1/204098 reported

r...------ 7/13 2098 reported
7115 A.na¥st meetilg

7/8 AnorTlNy on DBS·'

...-- ClYla tectrology transfer issue
begns 10 heat up n Washilgton

.. .. .. ill .. .. .. .. .. .. .. .. ..
~

.. ill .. ill ~
~ :l: ~ ~ :l:~ ~

~ ~
~

~ !1! ~ '" ~
~ '" ~ ~

!11
~ $" " ~ ~ ~
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:---GMH" - -s&P5ool;

4/16 1098 reported

\A /:-
d' '·1!--~-·_-\--/~

". r ~ I 5/21 Increases \
•• - / t-okjings i1 SPOT \

.' / by 9% to 81% 5121 Motorolaanoources

Teledesi:: investment

A.nticipation of Teedesic: hvestmen1;
thoughts GM miQht sel Hughes

90.00

1126 4097 reponed
80.00 .. ill ~ ill .. .. .. ..

~ '" '" '" ~§ " " ;:: " ;::
S iO N N "~ N M "

130.00

160.00

110.00

150.00

1.t10DO

120.00

100.00

Source: Company reports, PnJdential Securities estimates.

Prudertiat securities IncOflJOraled makes a primary O't'eHhe-counter ma~ ., the shares 01 PanAmsat Cofp.
PnJdemia! Securities Incorporated anellor its affiliates have managed or comanagecl a pUblic oflenng of securihes tor General Motors.

99.(J874
AnV OTC-traded securities or non-U.S. companies mentioned in this report may nol be clearHl tor sale in all stales. See BLUE on ERA.

@PrudentialSecuritieslncorporated, 1999, all rights reserved. One Seaport Plaza, New York, NY 10292 .
fnfomlilftonl::onllJned herein is based on dill obtairled lrom ra::cgnizl(l stati.tical servicllS. inul. rlPlmil Of Communlclll~.or otner loOUI'Ces. b8lIll'leClIO bl ,..hlb... H:ow........~n ,"IOImlLliOn I'IU not
b n ventiMl II us and we GO nol ffiIIke Iny rep,e:sentllliol'lS IS 10 iI$ IICCYrollCY or comp!elenUII, My STlilemlnts nonllC!uIIl1n .n.t~re cOI'ISI~lIle only current ~,nlons.whic.h I" SVbJl(:l1O changll.
~C1enr.a1SecJmie's Incorporaled lor one alliS llHiI.alll$) or Nr otll("l~. ClIr8Ctors. Il'\AIyst•. or Imployl.. may hI...e pOlS'tlOn. In .tcurtil. or.commOChlleS tellr/'l'd 10 11.,..", ancI may,,_ Pflne.",,, or.
IIgent. buy 110"14 HI SUCh -=uril... orcommodiOiS. M 'IIlllcy.., ......yst, officer. or e diteclOr 01 Prudenti,l SecumlU IncorpOflltCI. 01' its .f1IIi1tIJ. may Servl U' dl"tlO'lort~."'tsmll'lbontd III
ltl!S ripoil. Nrliltwr lhe i'rIOlmlhon "or."y opinion .xprl5Hd shall COIlsbM. ''I otI.,10 sen or I sofic,tltOl'l 01 an tlHer to b~y any secuntiu or corl'llTlOd.tin ",.",iOfled "Il',,". ,Ttl... may bI' instll~.
"'''.n fundl/Tlel'llal. laeh.l'lical. tllCl q~-.nllllll\l' op.nlOfls may not b. 11'\ corv:err.. n.... firm (or 0<'\, oIlt1 afl~ill"J may Irom ti,...lo tme p.l1omllr,....atm.nl bal'l....ng or OCher slIMCn lor. 0' soIic,t """.Irnanl
eanlul'll! or 011\11' tluMIIS. lrom. IIny company mllfl"on.c Ul tI'Ii. report.

Thl!r. a.rr rtslls innerenlln infemabonaJ ~ments. wflicl'unay mak. sucn IrwllStmlnl$ ul'ISUltlb" tor cenam eliltllS. Th.u irclucll. 1ornampll. ae:onomle. polttic:aJ. el,rn8ncy IllChange rail IlUclualiOM.
;on(J hmilad .....itabIUy al normillon on '"lImationlt HCUrrtle5. P'nIdentill s.cullI:~ ncOrpOrilN 1.Il17 iU IIfNlaIl5 make no rlpreSlntaliOn lnal1hl eompll"llU WfltCh .SSIHI secUItt'R which.,. !til SubJ'K1
C/lheor ~Mll'Ch reports lire incomp~ewi., tenain intormaiionlll report:ng ~uil1!merll~ imCiosed by the Seculities Elcchangl1c1 01 1934. SaliS al seculiti.S CCMII'ltd by IhiS !epor1 JnlY bl maae 0I'lIy
." fIlOM jilnlClOCI,OI'IS where lI'le ...cunly" Gue!illI<I lor S.... The conten~ of thit publication h.... bee" Ippro\lecl '0' diSlf'ibullOrl by Pruclen~III-BlIcheSeeunl,e~ (U.K.) Ire.. wl'icl'l is ~ulaled br The
Secu",," ..-.:l F'utura AoAhoriIy umn:ltd. We reeommefld thai you obl..n the IId"';CI 01)'OU, ':;"encial Act'<'i.or regardong fI>is or othe' irlYestmanla,

Additional information on the securities discussed herein is available upon request.
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